Abstract. Effectiveness of Zakah Targeting in Alleviating Poverty in
Introduction
Poverty seems to be a widespread problem in contemporary Muslim countries. A study by Islamic Development Bank (IDB), as cited by Obaidullah (2008a) , reports that five member countries of IDB (Indonesia, Bangladesh, Pakistan, Nigeria and Egypt) account for over half a billion of the world's poor. Indeed, in Indonesia, which is currently the world's largest Muslim country, the number of poor people stands at 28.5 million or around 11.2% of the population in 2015 (Badan Pusat Statistik 2015) . Furthermore, another study linking poverty with the achievement of Millennium Development Goals (MDGs) suggests that there is a lack of progress in halving extreme poverty in IDB member countries, particularly in Sub-Saharan African (Bello and Suleman 2011) .
In Islamic perspective, a promising institution that can be utilized to reduce poverty and achieve social welfare is Zakah institution (Ahmad 1991; Salih 1999; Al Qardawi 2000; Chapra 2000; Sirageldin 2000; Ahmed 2004 ). Zakah, one of the five pillars of Islam, is a share of the poor on the wealth of the rich. The obligation of zakah is clearly mentioned in the Qur'an, where it is specifically targeted to eight groups of people namely the poor (fuqara), needy (masakin), administrator of zakah funds (amil), converts (muallaf ), those in bondage (riqab), those indebted (gharimin), those in the cause of God (fi sabilillah) and the wayfarer in need (ibnu sabiil) (Jehle 1994) . Viewed this way, from a development perspective, zakah could also be considered as a specific targeting instrument aimed to reduce poverty. It has a similar purpose with other targeted programs for poverty alleviation, such as unconditional and conditional cash transfers. The main difference perhaps related to the religious nature of zakah institution as well as specific zakah recipients as mandated by the Islamic teaching (Arif, 2006) .
The important role and effectiveness of zakah for poverty alleviation is evident during the early history of Islam, particularly during the time of Caliph Umar Abdul Aziz, to the extent that he did not find any needy person to receive zakah proceeds (Salih 1999) . However, in contemporary Muslim societies, such evidence is rarely found particularly for relatively large Muslim countries (Kahf 1999) . Therefore, zakah institution could be considered ineffective in reducing poverty and achieve social welfare in modern Muslim societies.
In Indonesia, in the early years of Islam, the practice of zakah appeared to be informal and voluntary. In fact, zakah payment was generally left to individual Muslims to manage (Salim 2006 With this perspective, the main objective of this study is to provide empirical evidence regarding the impacts and effectiveness of zakah targeting in alleviating poverty in Indonesia. To achieve the objectives, the study collects primary data regarding socio-economic conditions of the households receiving zakah assistance in Greater Jakarta Indonesia. The data were subsequently analysed by using descriptive and poverty index analyses.
To proceeds, the article is structured as follow. Section two reviews literature related to poverty and the role of zakah in reducing poverty, particularly in the context of modern Muslim countries. Section three explains the data and methods used in this study. Section four reports the survey results, discusses the main findings and highlights some relevant policy implications from the findings. The final section concludes the study.
Literature Review
Poverty is a complex phenomenon. Indeed, its definition and measurement tend to vary and often subject to academic and policy debates (Lister 2004) . However, it is well understood that the development of effective poverty eradication policies and the monitoring of their efficacy may not be feasible without a clear concept of poverty that could be measured with consistency across space and time (Sirageldin 2000) . Thus, despite of its 'relativity' nature, attempts have been consistently done to conceptualize, define and measure poverty.
Literature generally suggests that there are three major approaches on the definitions of poverty. The first approach sees poverty largely in monetary term. Poverty (well-being) is therefore seen from whether individuals or households have enough resources (income) to meet their material needs and subsequently enjoy a decent living above poverty line. Under this approach, poverty is usually measured with specific poverty index such as Poverty Headcount index and Sen index. The second approach goes beyond the monetary measures of poverty and extends the resources to specific type of consumption goods including food, shelter, health care and education. Nutritional poverty, for example, might be measured by examining whether children are stunted or wasted. Finally, a broadest approach argues that poverty and well-being also comes from capability to function in a society. Thus, poverty arises when people lack key capabilities and has inadequate resources to 'exist' in a society. Multidimensional poverty index could be seen as a measure for this poverty approach (Haughton and Khandker 2009 Booth (2003) Despite the differences in the definitions of poverty, the strategies to fight worldwide poverty tend to be similar (see Table 1 ). In 1990s, strategies such as promotion of labour-intensive growth through economic openness, investment in infrastructure and provision of basic services to poor people in health and education have been advocated as major poverty alleviation strategies (World Bank 2001:6 programs, promotion of primary health and educations especially among females, microfinance, social funds and food subsidy. However, the development experience showed that these strategies have many weaknesses (Iqbal 2002) . Therefore, "new strategies" for attacking poverty are proposed. The new strategies suggest three ways to alleviate poverty including promoting opportunities, facilitating empowerment and enhancing securities. It was also suggested that specially 'tailored' and 'narrowlytargeted' policies, such as the microfinance policies in Bangladesh, be designed to reduce poverty, vulnerability and inequality in society (Booth and Mosley 2003) .
More recently, poverty reduction strategies have somewhat shifted to inequality reduction strategies through global-local approach such as targeted communitybased empowerment programs (Rist, Martin et al. 2015) .
Most of Muslim countries, particularly prior to 2010, also follow this 'mainstream' perspective in their poverty reduction strategies. This is clearly reflected in numerous poverty studies as well as poverty reduction policy papers in the Muslim societies, including in Indonesia (See, among others, Salih 1999; Ahmed 2004; Bello and Suleman 2011) . Zakah institution, unfortunately, has yet become a major part of the poverty reduction strategies in the countries. However, some of the countries such as Pakistan and Malaysia have somewhat integrated the institution into their fiscal system with different results towards poverty reductions (Hasan 1987; Imtiazi 2002; Khan 2007) . In this respect, some studies have attempted to measure the distributional impacts of zakah in Muslim countries (see, for example, Jehle 1994 and Toor and Nasr 2003) and therefore provide some ideas to measure impacts and effectiveness of zakah targeting in Muslim countries.
A study by Jehle (1994) constructed income distributions with and without contribution of zakah assistance and subsequently estimated the Atkinson-Kolm-Sen index of income poverty/inequality to analyze the impact of zakah on income inequality in Pakistan. It is found that zakah managed to reduce the measured income inequality in Pakistan during 1987-1988 periods. Using a relatively the same quantitative approach, Toor and Nasar (2003) found positive impact of zakah on the household income in 2001. Despite that, the study also uncovered that some of the recipients may always need income supplemented transfer from zakah institution and other sources. Another study by Arif (2006) examined the effectiveness of zakah targeting in Pakistan and suggested that the public zakah system seems to target the beneficiaries quite well, such that around one million out of seven million poor people in Pakistan received zakah assistance in 2000/2001. Employing descriptive statistics and logistic regression model, the research showed that the more disadvantaged households (i.e. those led by older people, women, uneducated as well as households with poor housing condition and debts) obtained more zakah assistance than the others.
A more specific and comprehensive study on the impact of zakah distribution on income inequality and welfare loss is conducted by Ibrahim (2006) for the case of Selangor state of Malaysia. The study employs various poverty and inequality measures (such as Lorenz curve, Gini Coefficient, Atkinson index and the FGT indices of poverty) and found that zakah distribution reduces the incidence, extent and severity of poverty. Interestingly, the Atkinson index indicates that the distribution has somewhat increase income inequality in the society. A relatively similar study is conducted by in Jakarta Province of Indonesia. Investigating the economic impact of zakah for the recipients of two large zakah organizations in the country, the study concludes that zakah has contributed positively in increasing income and decreasing poverty of the household during 2009 period. More recently, some other studies also analyse the relation between zakah and poverty alleviation in selected areas of Indonesia or sometimes compare the case of Indonesia with those of the neighbouring countries (see, for example, Kusuma and Sukmana 2010; Nurzaman 2011; Ali and Hatta 2014) . However, the studies did not comment on the effectiveness of zakah targeting in Indonesia.
Overall, the literature suggests that zakah is an appropriate and promising Islamic instrument for reducing poverty and increasing social welfare for Muslim societies. However, particularly in the context of Indonesia, most studies did not emphasize on and/or link the contribution and effectiveness of zakah targeting in achieving the ultimate objective of the institution to create prosperous and justice society. This is the main focus of the current study.
Methods
In has been mentioned earlier that the study aims to measure the impacts and effectiveness of zakah targeting in Indonesia. To achieve the objectives, a survey was conducted to collect primary data from zakah recipients in Greater Jakarta Indonesia. The information, which includes socio-demographic characteristics and income figures of the zakah recipients, was obtained by using a structured questionnaire as the research instrument. The questionnaire was randomly distributed to around 700 households receiving receiving zakah assistance from seven large zakah organizations in nine regions of Greater Jakarta Indonesia in 2011. In practice, 685 valid responses were received and utilized in the analysis. The multi-stage cluster random sampling is chosen as the sampling method due to its cost-effectiveness and unbiased results, which has made it the most widely used technique for collecting similar data in most poverty studies (Haughton & Khandker, 2009) . In selecting the sample and collecting the relevant data, it was necessary to have the list of zakah beneficiaries in Greater Jakarta Indonesia. to participate in this study. The list suggests that there were around 5605 households receiving zakah assistance in the area in the year 2011. However, and somewhat unfortunate, the list did not classify the recipients according to the targeted eight groups mentioned in the Islamic teaching. Despite that, further analysis could still be conducted. Furthermore, according to Bartlett and Kotrlik (2001) , at least 600 samples are needed to achieve 99% confidence level and 5% margin error. However, considering the risk or possibility of incomplete questionnaire which might results in missing data situation commonly found for this kind of field survey, more than 700 questionnaires were distributed. Around 685 of them were valid and later used in this study. The zakah organizations include Baznas, BAZIS DKI, DD, RZ, PKPU, BMM and YBM-BRI.
The data obtained were subsequently analysed by using descriptive statistics and poverty index analyses, including decomposition of the poverty index. Descriptive analysis is used to describe characteristics of the respondents and to provide early indications regarding the effectiveness of zakah targeting. Poverty index analysis is utilized to measure changes in the poverty level of the zakah recipients before (without) and after (with) receiving zakah assistance. Meanwhile, decomposition analysis is employed to break down and show changes of the poverty index. Measure the depth of poverty; relatively easy to measure and interpret; can be used as a guidance to set the minimum cost of eliminating poverty (relative to the poverty line); can be used to compare results of poverty reduction strategies overtime.
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The Poverty Severity Index (P 2 )
Measure the severity of poverty; gives more weight to the poor (poorest of the poor) and provide indication of inequality amongst the poor; relatively easy to measure but slightly difficult to interpret; can be used to compare results of poverty alleviation strategies which are aiming to reach the poorest overtime.
Note: N = where N is the total number of people in the population (sample), N p is the number of poor, I is income function, y i is expenditure, z is the poverty line, G i is Gini index, G p is Gini index for the poor and g is the economic growth rate.
Source: Haughton and Khandker (2009) There are several poverty indices used in this study, namely the Headcount Index (P 0 ), the Poverty Gap index (P 1 ) and the Poverty Severity Index (P 2 ). The indices capture the incidence, depth and severity of poverty (Foster, Greer et al. 1984) . These indices are the most commonly used poverty index in policy analysis and have been used by many national statistical agencies as well as academic studies (see, for instance, Ravallion 1994; Ibrahim 2006; . The concepts and nature of each poverty index, including its strengths and weaknesses, is summarized in Table 2 .
As for the last method, ideally, the decomposition is done with respect to the eight groups of zakah recipients mentioned in the Qur'an. However, in practice, most zakah organizations in Indonesia distributed zakah proceeds based on the types of programs dedicated to the recipients. This includes, among others, social, health, education and economic programs. Thus, the program classification is used as the main variable to decompose the results of the poverty index analysis. Additionally, since zakah targeting is done by several types of zakah organizations (i.e. government, corporate and non-profit organizations) and implemented in several locations (i.e. nine cities of the Greater Jakarta region), these variables are also utilized in the decomposition analysis. The results are expected to provide more insights into the effectiveness of zakah targeting in Indonesia. Table 3 summarizes the descriptive statistics regarding the socio-demographic profiles and characteristics of the households receiving zakah assistance in Greater Jakarta in 2011. It is found that most of the households are those led by someone who is relatively young (productive age between 15-45 years), female, married, relatively uneducated (education level up to junior high school) and not working (does not have a fixed job). Further results also revealed that the household size is relatively large (average number of household members are 5.1 persons); typically with two children and two earners (person working to earn income) in the family. Additionally, one household member with disabilities is found for every five households surveyed.
Results and Discussions
While the findings above are specific to this sample, i.e. the recipients of zakah in Greater Jakarta, the socio-demographic characteristics found are generally consistent with the descriptive profiles of poor households in Indonesia documented by other studies (Alisjahbana and Yusuf 2003; World Bank 2006; Dartanto and Nurkholis 2013) . Furthermore, in the context of evaluating the effectiveness of zakah institution as a poverty alleviation instrument, it generally appears that zakah targeting has been relatively successful. This is so because the aforementioned groups of people (young, female, marriage, relatively uneducated and not working) could be considered as the most disadvantaged people in the society who are indeed targeted by zakah institution. These type of ashnaf (groups of zakah recipients) are also documented by Arif (2006) in his study about effectiveness of zakah targeting in Pakistan. Nevertheless, unlike the result of this study, Ariff (2006) also noted that female-headed households were relatively better-off than the other groups of zakah recipients in Pakistan due to various supports they received from their extended family. The survey also uncovered that the households' average monthly incomes before receiving (without) zakah assistance were Rp 1,641,808, meanwhile their incomes after receiving (with) zakah assistance were Rp IDR 1,914,131 (see Table  4 ). It appears, however, that most of them actually lived with incomes below the average values. This is indicated by the income distribution figures where 50% of the population (p50) have monthly mean incomes of only Rp 1.3 million and Rp 1.5 million respectively under both conditions.
Proceeding to the poverty index analysis, Table 5 summarizes the poverty conditions of the households prior to and after receiving zakah assistance in Greater Jakarta. It is shown that the proportion of poor households prior to receiving zakah assistance was 61.6%. Comparing this figure with the urban household monthly poverty line of Rp 1,556,291 1 , the proportion of poor households decreased to 53.3% after receipt of the assistance. This implies a reduction of around 8.32% in the poverty headcount index amongst the zakah recipients. The study also estimated that the poverty gap index and poverty severity index have been reduced by 4.71% and 3.34% respectively by the zakah contributions. Moreover, the nominal poverty gap has also decreased from Rp 393.835 to Rp 320.467 in a monthly basis. 1 The figure is calculated by estimating the urban households' poverty line (i.e. multiplying the individual poverty line figures, which were taken from the official statistical data published by Central Statistical Bureau, with the average household size of 5.1as found in this study) and subsequently averaging the figures for the nine regions studied. The standard method was suggested by Ravallion (1994) and used by, among others, Ibrahim (2009) and Overall, the poverty index analysis above suggests that zakah assistances have contributed positively in decreasing the incidence, depth and severity of poverty of the recipients. Therefore, there is strong evidence that zakah institutions have provided positive impacts to reducing poverty in Greater Jakarta Indonesia. These results add to the existing literature on the positive impacts of zakah institutions in alleviating poverty worldwide, which have been found in, among other countries, Pakistan and Malaysia (Jehle 1994; Ibrahim 2006 ; M Akram and Afzal 2014). The analysis also reveals that the poverty headcount index figure above is approximately double those of the poverty gap index and poverty severity index figures. Even though the indices naturally tell different 'stories', these findings indicate that income inequality remains high amongst the households although there has been a relatively large reduction in the proportion of poor people. While inequality is a broad issue that is beyond the scope of this study, it might be appropriate to suggest that policy makers should pay more concerns and implemented better policies to reduce income inequality in Indonesian. This has been noted earlier, albeit in a more general context, by the study of Rist et al. (2015) .
Additionally, the nominal value of poverty gap (after receiving zakah assistance) implies that the monthly amount needed to move a poor household above the poverty line is around Rp 320,470. While this amount seems to be relatively 'small', the objective of crossing the poverty line will only be achieved if the assistance has been targeted efficiently and utilized according to the intended purposes. In other words, there should be no 'leakage' in the distribution of zakah proceeds, as has been identified by previous studies such as in the case of Pakistan (Toor and Nasar 2003, Arif 2006) .
The next few tables present and discuss the results of the decomposition analysis with respect to the types of zakah organizations, types of zakah assistance and location. Table 6 shows that the largest decrease in the headcount index of 11.37% was found in the households receiving support from the non-profit zakah organizations. Meanwhile, the smallest decrease of 4.74% was experienced by those associated with the corporate agencies. A similar trend is noted with respect to the poverty gap and the poverty severity indices. Thus, it can be concluded that the proportion, depth and severity of poverty have decreased significantly amongst the households, particularly those affiliated with the non-profit agencies. The result above is probably related to capacities and management practices of zakah organizations. Non-profit zakah organizations are non-government agencies specialized in managing zakah collection and distribution. They have the ability to recruit good quality and committed human resources, something that might not be practiced by the government and corporate zakah organizations, as noted by Abdullah (2010) when discussing about zakah management in Brunei Darussalam. The achievement might also be related to the programs implemented by the organizations. Hassan (2010) acknowledged that non-profit organizations usually have better and more comprehensive programs which potentially improve well-being of the recipients and therefore should be the partner of government in fighting poverty, as has been practiced in Bangladesh with considerable success. This is something that could also be adopted in Indonesia. Table 7 presents the decomposition analysis based on the types of zakah assistance programs. The results indicate that all of the poverty indices appear to be higher amongst the recipients of zakah under social (non-economic) assistance programs in both periods of time. In contrast, those receiving the economic programs seemed to be less poor than the others in all of the indices calculated. Furthermore, the change in the poverty index among the zakah recipient under the economic program was close to 13%, which is the highest figure compared to others. Likewise, the changes in the depth and severity of poverty within this group were also the largest although the values were close to the figures associated with the recipients of health assistance. However, in terms of nominal poverty gap changes, the largest mean change is evident amongst the recipients of education assistance. The findings above generally suggest that the productive economic assistance seems to be the most effective program to reduce poverty of the poor. Therefore, from policy targeting perspective, perhaps more programs and/or allocations should be directed to the recipients of this program. Alternatively, as most of the economic assistance provided by zakah organizations in Indonesia takes the form of capital (money) provision through Islamic microfinance program (Wibisono, Haidir et al. 2010) , more varieties in the productive economic programs could also be implemented either by the zakah organizations or in cooperation with other institutions such as government agencies. A relatively similar conclusion is suggested by some earlier studies (Khan 2007; Ahmed 2008; Hassan 2010) to enhance the contributions of zakah institutions in reducing poverty. However, it should also be remembered that the poor have different issues in their life and not all of them are suitable to receive economic assistances. Another interesting decomposition which might give some insights for policy makers is reported in Table 8 . The statistical estimations suggest that two cities enjoying the highest increase in well-being are Bogor and Bekasi cities, two major 'satellite' cities of Jakarta. The proportions of poor households after getting zakah assistance in the cities decrease by 19.21% and 14.46% respectively. Similarly, the other measures of poverty changes show the largest decrease for the beneficiaries from Bogor area. In contrast, the smallest change in welfare is more prevalent amongst the households located in Jakarta and Depok cities. Nevertheless, the households in Bogor city are still considered as the poorest amongst the others as indicated by the highest figures of the FGT poverty indices and time to exit poverty measure even after obtaining the assistance. The results clearly points out that, in addition to continuing the existing poverty alleviation program in the city of Bogor, the government should consider partnerships with zakah organizations in attempts to reduce poverty in the area. Similar recommendation has been made earlier by numerous studies (see, among others, Khan 2007; Muhtada 2007; Ahmed 2008; Hassan 2010 ).
Overall, the findings and analysis of the study conclude that zakah institutions have contributed positively in reducing poverty of the recipients, particularly those receiving zakah assistance in Greater Jakarta Indonesia. There are also indications that zakah has been distributed effectively to the most disadvantaged people such as the uneducated and unemployed. The non-profit zakah organizations also appear to be the organization that delivered the most effective poverty reduction impacts to the recipients, presumably due to its capacities and programs, and therefore should be considered as the government partner in alleviating poverty in Indonesia.
Conclusion
The main motivation of this study is to provide empirical evidence regarding the impacts and effectiveness of zakah targeting in reducing poverty in Indonesia. To achieve the objectives, the study conducts a survey and collects primary data regarding the socio-demographic and economic conditions of the poor households receiving zakah assistance in Greater Jakarta Indonesia in the year 2011. In analysing the survey results, the study employs a quantitative approach which utilizes descriptive statistics and poverty index analyses.
The main result suggests that the incidence, depth and severity of poverty amongst the zakah recipients have decreased due to the contributions from zakah organizations. Additionally, there are indications that zakah targeting policies seems to be relatively effective during the period. Most disadvantaged groups of society such as the households led by someone who is relatively uneducated, unemployed and single parents are amongst the beneficiaries prioritized by the organizations. The findings provide evidence regarding positive impacts and effectiveness of zakah targeting in reducing poverty in Greater Jakarta Indonesia. It is also notable that the non-profit zakah organizations appear to be the organization that delivered the most effective poverty reduction impacts to the recipients studied.
Based on these findings and analyses, several policy implications and recommendations are highlighted. In the context of enhancing the effectiveness of zakah institutions as a poverty eradication instrument, it is strongly suggested that zakah organizations should increase effectiveness of the zakah targeting and implement more effective poverty-focused programs particularly within the productive economic programs aimed to reduce poverty and income inequality. Collaborative and integrated programs in cooperation with other institutions, particularly between the non-profit and the government zakah agencies, are also recommended. The initiatives are expected to increase the impacts of zakah in reducing poverty and accelerate the achievement of a more prosperous Islamic society in the future.
